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2008 U.S. vs Ag Economy

U.S. General Economy

» Energy/Food Prices Hikes

 Credit Crisis

 Slumping Housing
Market

» Declining Stock Market

* Loss of Consumer
Confidence

* Recession

U.S. Ag Economy

High Commodity
Prices

Record Cash Receipts

Record Net Farm
Income

Record Exports
Strong Balance Sheet
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Prices Received by U.S. Farmers

Tight supplies, strong export demand and emerging biofuels
industry lead to record prices in the summer of 2008.
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Prices Paid by U.S. Farmers
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U.S. Net Farm Income

100
90 7 Net farm income is forecast to be $86.9 billion in 2008 = =
80 — roughly at the same record high of 2007 and 41 percent
70 - above its 10-year average of $61.1 billion.
60
50
40
30
20
10 +

O _
1980 1985 1990 1995 2000 2005

Source: ERS/USDA

Billion Dollar

l}KAgricultural Economics

Prices Received by U.S. Farmers

Late last year following large U.S. and world crops, economic
downturns around the world and declining energy markets,
commodity prices began to decline sharply
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Prices Paid by U.S. Farmers
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U.S. Ag Exports
140,000 Million Dollars
| Exports Growth in 2008:
120,000 = a declining U.S dollar
100,000 +—— L] §trong global economic growth |
= tight world supplies
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U.S. Trade-Weighted U.S. Dollar
Exchange Rate

Trade Weighted Exchange Index: Major Currencies (DTWEXM)
Source: Board of Governors of the Federal Reserve System
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U.S. Ag Exports

140,000 Million Dollars
What about 2009?
120,000 —— » Big foreign crops in 2008 ———
»Strengthening dollar? \
100,000 +— »>Global recession?
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What about the U.S. Ag Balance Sheet?
B e
Land values have more than doubled since

2000 and interest rates have remained
relatively low
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2009 U.S. Ag Economy Outlook Summary
S e

» Lower Commodity Prices
* Lower Input Costs
* Lower Net Farm Income
* Lower Exports
* Lots of Uncertainty

— Price volatility?

— Ethanol?

— Exchange Rates?

— Cost and Availability of Credit?
— Land Values?

lIKAgricultural Economics




Average farm operator household income, by source, compared with

U.5. household income, 1984-2008f

$1,000
100

Off-farm income of farm households

i
80 7 M Farm eamings of farm households I I I I

= Total income of all U.5. households N & I

B0 -

40 -

20 -l

07 l l T T T T T T T T T T
1984 | BE | Ba | 1580 | oz | 44 | k5] | ag |2IIIL'.I | a2 | 04 | 06 | ot
85 87 89 81 83 85 ar i) 01 03 05 or

L X F J

LE N

Sowrce: Agricuftural Resource Managemean! Sunsay, Econormic Research Senvice, USDA and *00
I o - T - N T - ek Bie T e Eoc

What About KY’s Agricultural
Economy?

“In Transition”




Kentucky Agricultural Cash Receipts

Million Dollars
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What about cash receipts for 2008?
4000

3000

2000

1000

0 rTr T TrTTrrTrTrT T T T T T T T T T T T T T T T T T T T T

1980 1985 1990 1995 2000 2005

Source: Ky Ag Stats/NASS, 2008-2009 UK Estimates

lIKAgricultural Economics

Kentucky Agricultural Cash Receipts

Million Dollars
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Distribution of KY Agricultural Cash
Receipts: 1990s vs. 2008

2008 Est.

$4.7 billion
Cattle Cattltg ) Poultry
19%

Tobacco 19% 13%

24%

Corn Horses
Horses % 219%
com 17% 16% °
8%
Soybeans Other
7% Soybeans 6%

Dairy Other
0% 17% 11% Tobacco  pajry
9% 5%

Source: Ky Ag Stats/NASS

lIKAgricultural Economics

Percentage Change in Kentucky
Agricultural Cash Receipts: 2007 vs 1998

KY Ag Cash Receipts

Million Dollars.
Dm

1998 2000 2002 2004 2006

:] 0 to 24.9% Gain - Loss of 25% or More

- Gain of 25% or More - 0to 24.9% Loss

lIKAgricultural Economics




Kentucky Net Farm Income (1990-2007)

Million Dollars
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What about net farm income for 2008-2009?
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Renfch Governmenf paymenfs

Approx. 2/3 of buyout payments
$900 - have been distributed
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Kentucky Agricultural Cash Receipts

Million Dollars

5000

What about cash receipts for 2009?

4000

3000

2000

1000

0 T
1980 1985 1990 1995 2000 2005

Source: Ky Ag Stats/NASS, 2008-2009 UK Estimates

lIKAgricultural Economics

KentucEy Agncultura' EXports —
25% of Total Cash Receigts
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Kentucky Net Farm Income

Million Dollars
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2009 KY. Ag Economy Outlook Summary
S e e

» Lower Commodity Prices

e Lower Government Payments
* Lower Input Costs

* Lower Exports

* Lower Net Farm Income

... But Ag Economy May Do Better Than Other Parts of the Economy
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